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STATE STREET sovisors Q 


Insight 


Insight 


2019 Global Proxy Voting and 
Engagement Guidelines for 
Environmental and Social 
Issues 


e Environmental, Social & Governance (ESG) 


e State Street Global Advisors has developed an engagement 
framework to increase transparency around our engagement 
philosophy, approach, and processes. 


e The guidelines in this document communicate the objectives of 
our engagement activities concerning environmental and social 
issues, to facilitate a better understanding of our preferred terms 
of engagement. The framework also includes guidance for our 
interactions with activist investors and shareholder proposal 
proponents. 
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Overview 


Our primary fiduciary obligation to our clients is to maximize the long- 
term returns of their investments. It is our view that material 
environmental and social (sustainability) issues can both create risk as 
well as generate long-term value in our portfolios. This philosophy 
provides the foundation for our value-based approach to Asset 
Stewardship. 


We use our voice and our vote through engagement, proxy voting, and 
thought leadership in order to communicate with issuers and educate 
market participants about our perspective on important sustainability 
topics. Our Asset Stewardship program prioritization process allows us 
to proactively identify companies for engagement and voting in order to 
mitigate sustainability risks in our portfolio. 


Through engagement, we address a broad range of topics that align 
with our thematic priorities and build long-term relationships with 
issuers. Engagements are often multi- year exercises. We share our 
views of key topics and also seek to understand the disclosure and 
practices of issuers. We leverage our long-term relationship with 
companies to effect change. Voting on sustainability issues is mainly 
driven through shareholder proposals. However, we may take voting 
action against directors even in the absence of shareholder proposals 
for unaddressed concerns pertaining to sustainability matters. 


In this document we provide additional transparency into our approach 
to engagement and voting on sustainability- related matters. 
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Our Approach to Assessing Materiality 
and Relevance of Sustainability lssues 


While we believe that sustainability-related factors can expose 
potential investment risks as well as drive long-term value creation, the 
materiality of specific sustainability issues varies from industry to 
industry and company by company. With this in mind, we leverage 
several distinct frameworks as well as additional resources to inform 
our views on the materiality of a sustainability issue at a given company 


including: 


e The Sustainability Accounting Standards Board (SASB) 
Materiality Map 


e The Task Force on Climate-related Financial Disclosures (TCFD) 
Framework 


e Disclosure expectations in a company’s given regulatory 
environment 


e Market expectations for the sector and industry 


e Other existing third-party frameworks, such as the CDP 
(formally the Carbon Disclosure Project) 


Our proprietary R-Factor! score 


We expect companies to disclose information regarding their approach 
to identifying material sustainability-related risks and the management 
policies and practices in place to address such issues. We support 
efforts by companies to demonstrate the ways in which sustainability is 
incorporated into operations, business activities, and most importantly, 
long-term business strategy. 
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Approach to Engagement on 
Sustainability Issues 


State Street Global Advisors holds more than 12,000 listed equities 
across its global portfolios. The success of our engagement process is 
due to our ability to prioritize and optimally allocate resources. Our 
approach is driven by: 


1) Proprietary Screens: 


We have developed proprietary in-house sustainability screens to help 
identify companies for proactive engagement. These screens leverage 
our proprietary. R-Factor score to identify sector and industry outliers 

for engagement and voting on sustainability issues. 


2) Thematic Prioritization: 


As part of our annual stewardship planning process we identify 
thematic sustainability priorities that will be addressed during most 
engagement meetings. We develop our priorities based upon several 
factors, including client feedback, emerging sustainability trends, 
developing macroeconomic conditions, and evolving regulations. These 
engagements not only inform our voting decisions but also allow us to 
monitor improvement over time and to contribute to our evolving 
perspectives on priority areas. Insights from these engagements are 
shared with clients through our publicly available Annual Stewardship 
Report. 


Voting on Sustainability Proposals 


Historically, shareholder proposals addressing sustainability-related 
topics have been most common in the U.S. and Japanese markets. 
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However, we have observed such proposals being filed in additional 
markets, including Australia, the UK, and continental Europe. 


Agnostic of market, sustainability-related shareholder proposals 
address diverse topics and typically ask companies to either improve 
sustainability-related disclosure or enhance their practices. Common 
topics for sustainability-related shareholder proposals include: 


e Climate-related issues 

e Sustainable practices 

e Gender equity 

e Campaign contributions and lobbying 
e Labor and human rights 


e Animal welfare 


We take a case-by-case approach to voting on shareholder proposals 
related to sustainability topics and consider the following when reaching 
a final vote decision: 


e The materiality of the sustainability topic in the proposal to the 
company’s business and sector (see “Our Approach to 
Assessing Materiality and Relevance of Sustainability Issues” 
above) 


e Thecontent and intent of the proposal 


e Whether the adoption of such a proposal would promote long- 
term shareholder value in the context of the company’s 
disclosure and practices 


e The level of board involvement in the oversight of the company’s 
sustainability practices 


e Quality of engagement and responsiveness to our feedback 
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e Binding nature of proposal or prescriptiveness of proposal 


Vote Options for Sustainability-Related 
Proposals 


e State Street Global Advisors votes For (support for proposal) if 
the issue is material and the company has poor disclosure 
and/or practices relative to our expectations. 


e State Street Global Advisors votes Abstain (some reservations) 
if the issue is material and the company’s disclosure and/or 
practices could be improved relative to our expectations. 


e State Street Global Advisors votes Against (no support for 
proposal) if the issue is non-material and/or the company’s 
disclosure and/or practices meet our expectations. 


Related Links 


Asset Stewardship 
Annual Asset Stewardship Report 2018-19 


ESG Investing 


: State Street Global Advisors’ proprietary scoring model, which aligns with SASB’s 


materiality map. 
Disclaimer 


State Street Global Advisors Worldwide Entities 
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Abu Dhabi: State Street Global Advisors Limited, Middle East Branch, 42801, 28, Al 
Khatem Tower, Abu Dhabi Global Market Square, Al Mayah Island, Abu Dhabi, United 
Arab Emirates. Regulated by ADGM Financial Services Regulatory Authority. T: +9712 
245 9000. 


Australia: State Street Global Advisors, Australia, Limited (ABN 42 003 914 225) is the 
holder of an Australian Financial Services Licence (AFSL Number 238276). Registered 
office: Level 17, 420 George Street, Sydney, NSW 2000, Australia T: +612 9240 7600. F: 
+612 9240 7611. 


Belgium: State Street Global Advisors Belgium, Chaussée de La Hulpe 120, 1000 
Brussels, Belgium. T: 32 2 663 2036, F: 32 2 672 2077. SSGA Belgium is a branch office of 
State Street Global Advisors Limited. State Street Global Advisors Ireland Limited, 
registered in Ireland with company number 145221, authorized and regulated by the 
Central Bank of Ireland, and whose registered office is at 78 Sir John Rogerson’s Quay, 


Dublin 2. 


Canada: State Street Global Advisors, Ltd., 770 Sherbrooke Street West, Suite 1200 
Montreal, Quebec, H3A 1G1, T: +514 282 2400 and 30 Adelaide Street East Suite 500, 
Toronto, Ontario M5C 3Gé. T: +647 775 5900. 


Dubai: State Street Global Advisors Limited, DIFC Branch, Central Park Towers, Suite 15- 
38 (15th floor), PO Box 26838, Dubai International Financial Centre (DIFC), Dubai, United 

Arab Emirates. Regulated by the Dubai Financial Services Authority (DFSA). T: +971 (0)4 
4372800, F: +971 (0)4 4372818. 


France: State Street Global Advisors Ireland Limited, Paris branch is a branch of State 
Street Global Advisors Ireland Limited, registered in Ireland with company number 145221, 
authorized and regulated by the Central Bank of Ireland, and whose registered office is at 
78 Sir John Rogerson’s Quay, Dublin 2. State Street Global Advisors Ireland Limited, Paris 
Branch, is registered in France with company number RCS Nanterre 832 734 602 and 
whose office is at Immeuble Défense Plaza, 23-25 rue Delariviére-Lefoullon, 92064 Paris 


La Défense Cedex, France. T: (+33) 144 45 40 OO. F: (+83) 144 45 4192. 
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Germany: State Street Global Advisors GmbH, Brienner Strasse 59, D-80333 Munich. 
Authorized and regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht 
(“BaFin”). Registered with the Register of Commerce Munich HRB 121381. T: +49 (0)89 
55878 400. F: +49 (0)89 55878 440. 


Hong Kong: State Street Global Advisors Asia Limited, 68/F, Two International Finance 
Centre, 8 Finance Street, Central, Hong Kong. T: +852 2103-0288. F: +852 2103 0200. 


Ireland: State Street Global Advisors Ireland Limited is regulated by the Central Bank of 
lreland. Registered office address 78 Sir John Rogerson’s Quay, Dublin 2. Registered 
number 145221. T: +353 (O)1 776 3000. F: +353 (0)1 776 3300. 


Italy: State Street Global Advisors Ireland Limited, Milan Branch (Sede Secondaria di 
Milano) is a branch of State Street Global Advisors Ireland Limited, registered in Ireland 
with company number 145221, authorized and regulated by the Central Bank of Ireland, 
and whose registered office is at 78 Sir John Rogerson’s Quay, Dublin 2. State Street 
Global Advisors Ireland Limited, Milan Branch (Sede Secondaria di Milano), is registered in 
Italy with company number 10495250960 - R.E.A. 2535585 and VAT number 
10495250960and whose office is at Via dei Bossi, 4 - 20121 Milano, Italy. T: +89 02 32066 
100. F: +89 02 32066 155. 


Japan: State Street Global Advisors (Japan) Co., Ltd., Toranomon Hills Mori Tower 25F 1- 
23-1 Toranomon, Minato-ku, Tokyo 105-6325 Japan, T: +81-3-4530-7380 Financial 
Instruments Business Operator, Kanto Local Financial Bureau (Kinsho #3845) , 
Membership: Japan Investment Advisers Association, The Investment Trust Association, 


Japan, Japan Securities Dealers’ Association. 


Netherlands: State Street Global Advisors Netherlands, Apollo Building, 7th floor 
Herikerbergweg 29 1101 CN Amsterdam, Netherlands. Telephone: 31 20 7181701. SSGA 
Netherlands is a branch office of State Street Global Advisors Ireland Limited, registered 
in Ireland with company number 145221, authorized and regulated by the Central Bank of 


Ireland, and whose registered office is at 78 Sir John Rogerson’s Quay, Dublin 2. 
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Singapore: State Street Global Advisors Singapore Limited, 168, Robinson Road, #33-01 
Capital Tower, Singapore 068912 (Company Reg. No: 200002719D, regulated by the 
Monetary Authority of Singapore). Telephone: +65 6826 7555. F: +65 6826 7501. 


Switzerland: State Street Global Advisors AG, Beethovenstr. 19, CH-8027 Zurich. 
Authorized and regulated by the Eidgendssische Finanzmarktaufsicht (“FINMA”). 
Registered with the Register of Commerce Zurich CHE-105.078.458. T: +41 (0)44 245 70 
OO. Facsimile F: +41 (0)44 245 70 16. 


United Kingdom: State Street Global Advisors Limited. Authorized and regulated by the 
Financial Conduct Authority. Registered in England. Registered No. 2509928. VAT No. 
5776591 81. Registered office: 20 Churchill Place, Canary Wharf, London, E14 5HU. T: 020 
3395 6000. F: 020 3395 6350. 


United States: State Street Global Advisors, One lron Street, Boston MA 02210. T: +1 617 
786 3000. 


© 2019 State Street Corporation. All Rights Reserved. 


Exp. Date: 03/31/2020 


This information is for informational purposes only, not to be construed as investment 
advice or arecommendation or offer to buy or sell any security. Investors should always 
obtain and read an up-to-date investment services description or prospectus before 
deciding whether to appoint an investment manager or to invest in a fund. Any views 
expressed herein are those of the author(s), are based on available information, and are 
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subject to change without notice. Individual portfolio management teams may hold 
different views and may make different investment decisions for different clients. There 
are no guarantees regarding the achievement of investment objectives, target returns, 
portfolio construction, allocations or measurements such as alpha, tracking error, stock 
weightings and other information ratios. The views and strategies described may not be 
suitable for all investors. SSGA does not provide tax or legal advice. Prospective investors 
should consult with a tax or legal advisor before making any investment decision. 
Investing entails risks and there can be no assurance that SSGA will achieve profits or 
avoid incurring losses. 

Performance quoted represents past performance, which is no guarantee of future 
results. Investment return and principal value will fluctuate, so you may have a gain or loss 
when shares are sold. Current performance may be higher or lower than that quoted. 

The returns on a portfolio of securities which exclude companies that do not meet the 
portfolio's specified ESG criteria may trail the returns on a portfolio of securities which 
include such companies. A portfolio's ESG criteria may result in the portfolio investing in 
industry sectors or securities which underperform the market as a whole. 
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